firms. Additionally, concentration is favoured by scale economies deriving from production being concentrated close to customers who are not scattered throughout the whole of the European territory; the cost reduction of transport in an integrated Europe makes it convenient for a firm to concentrate its activity in a single area (that is, the one where other firms cluster together), exploit scale economies and reach peripheral markets with low transportation costs.
The mechanisms of concentration/agglomeration resulting from efficiency criteria lead to increases in the distance between the core, where the heart of economic activity lies, and the periphery, where there are few manufacturing firms, apart from those closely linked to the exploitation of local natural resources (typically agriculture) and non-tradable production (mainly services). These tendencies are associated with two specific circumstances characterizing most of the EU territory: that is, a low propensity of the population to move 'between and within' the member states and, because of various types of institutional constraints, an inadequate interregional dispersion of wages according to the differing local labour market conditions. Hence the core/periphery gap, induced by integration, is mirrored in the widening of income gaps and, even more, in the gaps between unemployment and employment rates.
Within this framework, the EU regional policies (Structural Funds and the Cohesion Fund) aim at inverting the widening trend of regional development gaps. An objective based on the (implicit) idea that agglomeration determined by market forces, though caused by efficiency criteria, is too strong and socially unacceptable. Hence the need to oppose the 'natural' trends of localization by attempting to disperse the economic activities on the territory, and thus to contrast the 'unfair' outcome of market forces within the (institutional) targets of the Union. The approach followed by EU regional policies, particularly in the formulation of its most recent programmes (for the period 1994-9 and, even more so, for the programme concerning 2000-6) consists of creating favourable environmental conditions in the peripheral areas so as to attract productive activities and local development, by leaving to the choices/preferences of single member states those aspects concerning the market institutions that have an impact on domestic regional gaps (primarily, labour market functioning). To this end, the structural funds are well used (more than 60 per cent) to finance infrastructure in the regions that are lagging behind, because the infrastructural gap is thought to represent one of the main causes of geographical economic inequalities and, consequently, the improvement of infrastructure is the main
